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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 
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We  thank  the  executive  secretary  and  his  staff  for  their  cooperation  and 
assistance  throughout  the  audit. 
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INTRODUCnON 

We  performed  a  financial-compliance  audit  of  the  Montana  Department  of 
Livestock  for  fiscal  years  1985-86  and  1986-87.  The  objectives  of  the  audit 
were  to: 

1)  determine  if  the  department's  financial  schedules  present  fairly  the 
results  of  its  operations  for  the  two  fiscal  years  ended  June  30, 
1987; 

2)  determine  the  department's  compliance  with  applicable  laws  and 
regulations; 

3)  make  recommendations  as  necessary  for  improvement  in  the 
department's  management  and  internal  controls;  and 

4)  determine  the  implementation  status  of  prior  audit  recommendations. 

This  report  contains  four  recommendations  to  the  department.  These 
recommendations  address  areas  where  the  department  can  improve  management, 
internal  control,  financial  reporting,  and  compliance  with  laws  and  regulations. 
Other  areas  of  concern  not  having  a  significant  effect  on  the  successful 
operations  of  the  department  are  not  included  in  this  report,  but  have  been 
discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and  disclosed  the 
costs,  if  significant,  of  implementing  the  recommendations  made  in  this  report. 

BACKGROUND 

The  Department  of  Livestock  (the  department)  is  organized  into  the 
following  four  divisions: 

Centralized  Services  Division  -  provides  accounting,  budgeting,  payroll, 
personnel,  legal,  purchasing,  data  processing,  and  general  services 
functions  for  the  department. 

Brands  Enforcement  Division  -  includes  the  Inspection  and  Control 
program  and  the  Predatory  Animal  Control  program.  The  Inspection  and 
Control  program  is  responsible  for  livestock  theft  investigations,  brand 
inspections,  recording  of  livestock  brands,  and  dealer  licensing.  The 
Predatory  Animal  Control  program  controls  certain  predators  that  kill  or 
injure  domestic  livestock. 

Animal  Health  Division  -  includes  the  Disease  Control  program,  Milk  and 
Egg    program,    and    the    Rabies    Control    program.        The    Disease    Control 
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program  is  responsible  for  the  control  and  eradication  of  animal  diseases, 
and  the  prevention  of  the  transmission  of  animal  diseases  to  humans. 
The  Milk  and  Egg  program  insures  that  eggs  and  milk  products  sold  or 
manufactured  in  the  state  are  fit  for  human  consumption.  The  Rabies 
Control  program  is  designed  to  prevent  exposure  of  domestic  animals  and 
humans  to  rabid  skunks. 

Diagnostic  Laboratory  Division  -  provides  laboratory  support  for  the 
Disease  Control  program.  Milk  and  Egg  program,  veterinarians  and 
livestock  producers. 

Chapter  577,  Laws  of  1987,  established  a  state  meat  inspection  program 
administered  by  the  department.  The  purpose  of  the  program  is  to  provide  a 
state  certified  supply  of  wholesome  meat  products  for  retail  consumption.  The 
department  is  in  the  process  of  organizing  a  Meat,  Milk  and  Egg  Division  to 
operate  this  new  program  and  the  Milk  and  Egg  program. 

The  seven-member  Board  of  Livestock,  appointed  by  the  Governor  to  six- 
year  terms,  administers  the  department.  An  executive  secretary  appointed  by 
the  board  is  responsible  for  day-to-day  supervision  of  the  department,  and 
ensures  that  the  board's  directives,  policies,  and  rules  are  carried  out.  The 
Pork  Research  and  Marketing  committee  and  the  Livestock  Crimestoppers 
Commission,  which  provides  a  reward  program  for  information  used  in  detecting 
livestock  related  crime,  are  administratively  attached  to  the  Board  of 
Livestock. 

The     department     is     headquartered     in     Helena.  The     Montana     State 

University  campus  in  Bozeman  houses  the  department's  Diagnostic  Laboratory 
Division.  The  Brands  Enforcement  Division  has  employees  in  market  centers 
throughout  the  state.  The  department  operated  with  approximately  116  full- 
time  equivalent  positions  in  fiscal  years  1985-86  and  1986-87. 

PRIOR  AUDIT  RECOMMENDATIONS 

Our  office  performed  an  audit  of  the  department  for  the  two  fiscal  years 
ended  June  30,  1985.  The  report  contained  three  recommendations  which  are 
still  applicable  to  the  department's  operations.  The  department  implemented  or 
partially  implemented  all  three  recommendations.  The  partially  implemented 
recommendation,  which  concerned  processing  certain  transactions  according  to 
state  accounting  policy,  is  not  included  in  this  report,  but  has  been  discussed 
with  management.    A  similar  issue  is  discussed  in  this  report. 


WORKERS-  COMPENSATION  COVERAGE 

The  departmeot  periodically  enten  into  contracts  with  individuals  for 
veterinary  and  rabies  control  services,  and  considers  these  individuals  to  be 
independent  contractors.  During  fiscal  years  1985-86  and  1986-87,  the 
department  paid  approximately  15  rabies  agents  under  contract,  and  classified 
those  payments  as  contracted  services  expenditures.  State  law  requires  that  an 
independent  contractor  elect  workers'  compensation  coverage  for  himself  or 
obtain  an  exemption  from  coverage.  The  law  states  if  the  independent 
contractor  has  not  complied  with  the  coverage  requirements,  then  the  employer 
(the  department)  is  liable  for  payment  of  such  benefits.  State  policy  requires 
certification  from  the  Division  of  Workers'  Compensation  establishing  either 
that  the  independent  contractor  has  elected  coverage  or  has  an  approved 
exemption  from  coverage. 

The  department  does  not  require  certification  of  workers'  compensation 
coverage  from  its  independent  contractors  nor  does  it  provide  such  coverage. 
Department  personnel  indicated  most  contractors  are  in  business  for  themselves 
and,  therefore,  the  department  assumed  the  individuals  carry  workers' 
compensation  coverage.  Also,  many  persons  under  contract  work  infrequently 
and  coverage  seemed  unnecessary.  The  department  should  require  proof  of 
workers'  compensation  coverage  from  independent  contractors. 

RECOMMENDATION  #1 

WE  RECOMMEND  THE  DEPARTMENT  DOCUMENT  CERTIHCATION  OF 
WORKERS'  COMPENSATION  COVERAGE  OR  APPROVED  EXEMPTION 
FROM  COVERAGE  FOR  INDEPENDENT  CONTRACTORS. 


EXPENDITURE  ACCRUAL 

At  fiscal  year-end  1985-86,  the  department  accrued  the  remaining  balance 
of  an  appropriation  for  the  Rabies  Control  program,  but  had  no  valid  obligation 
to  support  that  accrual.  The  third  special  session  of  the  49th  Legislature 
(June  1986)  appropriated  $100,000  for  fiscal  year  1986-87  to  fund  a  rabies 
study.  Department  personnel  indicated  that,  in  one  of  the  special  session 
meetings,  the  department  told  a  legislative  committee  it  had  a  balance 
remaining    from    the    fiscal    year    1985-86    rabies   control    appropriation   that   could 
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be  used  for  the  fiscal  year  1986-87  rabies  study.  Department  personnel  further 
indicated  the  proposal  met  with  no  objection  and,  therefore,  they  accrued  the 
remaining  balance  of  the  appropriation.  The  department  had  no  documentation 
of  this  exchange  and  approval,  nor  do  legislative  meeting  minutes  address  the 
discussion. 

State  accounting  policy  requires  that  a  valid  obligation  exist  before  an 
expenditure  is  accrued.  An  example  of  a  valid  obligation  is  a  commitment 
related  to  an  unperformed  contract.  In  this  case,  the  department  had  no 
contract  at  the  time  of  the  accrual,  but  subsequently  entered  into  one  in  fiscal 
year  1986-87.  State  policy  also  states  it  is  the  responsibility  of  the  person 
approving  the  accrual  document  to  verify  the  accrual  meets  the  valid  obligation 
criteria  and  the  supporting  documentation,  which  must  be  attached  to  the 
document,  is  sufficient.  Because  these  criteria  were  not  met,  this  accrual  is 
not  valid  and  represents  a  misuse  of  appropriation  authority.  As  a  result, 
expenditures  are  overstated  for  fiscal  year  198S-86,  and  understated  for  fiscal 
year  1986-87  by  $12,693. 

RECOMMENDATION  #2 

WE     RECOMMEND    THE     DEPARTMENT    ACCRUE    ONLY     PROPERLY 

DOCUMENTED  VALID  OBLIGATIONS. 


SUPPORT  DOCUMENTATION 

The  department  did  not  attach  adequate  support  documentation  to  the 
Statewide  Budgeting  and  Accounting  System  (SEAS)  documents  processing  fiscal 
years  1985-86  and  1986-87  accrual  entries  for  local  and  market  livestock 
inspection  fees.  The  department  accrued  $37,990  and  $33,900  from  these 
sources  for  fiscal  years  1985-86  and  1986-87,  respectively.  The  local  and 
market  livestock  inspection  fee  accrual  amounts  are  based  on  reports  and 
collections  received  in  July  from  local  and  market  inspectors  for  inspections 
occurring  during  June  and  July.  The  local  livestock  inspection  reports  are 
subsequently  filed  by  market  or  inspector,  and  the  market  inspection  reports 
are  filed  by  market.  The  Centralized  Services  Division  writes  down  the 
amount  collected  for  June  from  the  inspectors'  reports,  but  does  not  indicate 
the    collection    report    number,    inspector,    or    market.       Although    documentation 


exists,    it    is    difficult    and    time-consumiog    for    deptrtment    personnel    to    later 
verify  the  amounts  when  the  reports  have  been  filed. 

State  accounting  policy  requires  every  SBAS  document  be  properly  and 
adequately  supported,  and  that  a  complete  explanation  appear  on  the  document. 
Without  sufficient  support  documentation,  revenue  could  be  recorded 
incorrectly  on  SBAS.  The  department  should  document  sufficient  information 
to  support  its  revenue  accrual  transactions,  and  attach  such  information  to  the 
related  SBAS  document. 

RECOMMENDATION  #3 

WE  RECOMMEND  THE  DEPARTMENT  ESTABLISH  PROCEDURES  TO 
ENSURE  ADEQUATE  DOCUMENTATION  EXISTS  TO  SUPPORT  REVENUE 
ACCRUAL  TRANSACTIONS. 


PAYROLL  TIME  RECORDS 

Department  payroll  policy  stipulates  that  before  payment  will  be  made, 
employees  must  submit  their  time  records  for  the  pay  period  to  Centralized 
Services,  and  time  records  must  contain  supervisor  approval  of  the  hours 
worked.  During  payroll  testing,  we  found  3  instances  in  fiscal  year  1985-86 
and  22  instances  in  fiscal  year  1986-87  where  employee  time  records  were  not 
approved  by  a  supervisor.  Eighteen  of  the  fiscal  year  1986-87  time  records 
were  for  the  same  pay  period. 

Department  personnel  indicated  that  the  supervisor  who  should  have 
approved  the  18  time  records  was  out  of  town  that  pay  period.  Generally, 
when  a  designated  supervisor  is  not  available,  another  appropriate  individual 
will  approve  time  records.  In  this  instance,  obtaining  alternative  approval  was 
overlooked  and  neither  the  division's  personnel  nor  Centralized  Services 
personnel  noticed  that  the  time  records  had  not  been  signed.  In  the  other 
instances,  lack  of  the  designated  supervisor  approval  was  due  to  oversight,  and 
similarly  not  caught  by  Centralized  Services  personnel.  The  department  should 
improve  its  time  record  review  procedures  to  ensure  that  all  records  are 
approved.  Without  supervisor  approval  of  hours  worked,  the  department  could 
be  paying  employees  for  invalid  hours. 


RECQKfMENDATION  #4 

WE  RECOMMEND  THE  DEPARTMENT  IMPROVE  REVIEW  PROCEDURES 

FOR  TIME  RECORD  APPROVAL. 


AUDITOR'S  OPINION  LETTER 
AND  AGENCY  FINANCIAL  SCHEDULES 


SUMMARY  OF  AUDIT  OPINION 

The  auditor's  opinion  issued  in  this  report  is  intended  to  convey  to  the 
reader  of  the  financial  schedules  the  degree  of  reliance  that  can  be  placed  on 
the  amounts  presented.  The  financial  schedules  are  prepared  from  the 
Statewide  Budgeting  and  Accounting  System  (SBAS)  without  adjustments  for 
errors  noted  during  the  audit. 

The  opinion  on  the  schedules  presented  means  the  schedules  are  fairly 
stated  in  all  material  respects  and  the  user  can  rely  on  the  information 
presented. 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  schedules  of  the  Department  of  Livestock 
for  each  of  the  two  fiscal  years  ended  June  30,  1986,  and  1987,  as  shown  on 
pages  8  through  16.  Our  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards  and,  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  department's 
financial  schedules  are  prepared  in  accordance  with  state  accounting  policy. 
Accordingly,  the  accompanying  financial  schedules  are  not  intended  to  present 
financial  position  and  results  of  operations  in  conformity  with  generally 
accepted  accounting  principles. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly 
the  results  of  operations  and  changes  in  fund  balances  of  the  Department  of 
Livestock,  for  the  fiscal  years  ending  June  30,  1986,  and  1987,  in  conformity 
with  the  basis  of  accounting  described  in  Note  1,  which  has  been  applied  on  a 
consistent  basis. 

Respectfully  submitted. 


McMV-r^-jUO 


Jmx 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


January  21,  1988 


DEPARTMENT  OF  LIVESTOCK 

«?Q^F.nm.E  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1987 


FUND  BALANCE:  July  1,  1985 


General 
Fund 

-0- 


$. 


Special 

Revenue 

Fund 

S2.428.521 


ADDITIONS 

Fiscal  Year  1985-86: 
Budgeted  Revenue  &  Transfers  In 
Support  From  State  Of  Montana 
Nonbudgeted  Revenue  &  Transfers 
Prior  Year  Revenue  Adjustments 


In 


Fiscal  Year  1985-86: 
Budgeted  Revenue  &  Transfers  In 
Prior  Year  Expenditure  Adjustments 
Support  From  State  Of  Montana 
Nonbudgeted  Revenue  &  Transfers  In 
Total  Additions 


8, 

,030 

3, 

,900,527 

633, 

,002 

48,775 
23,112 

7, 

,545 

3, 

,767,074 

2 

,268 

3,285 

556, 

,504 

I 

39.883 

1,207 

,349 

,78?. 656 

REDUCTIONS 

Fiscal  Year  1985-86: 
Budgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditure  Adjustments 

Fiscal  Year  1986-87: 
Budgeted  Expenditures  &  Transfers  Out 
Prior  Year  Revenue  Adjustments 
Total  Reductions 

FUND  BALANCE:  June  30,  1987 


641,096 
(64) 


566,317 


1,207,349 


3,750.578 
(8,790) 


3,724,319 

7.917 

7.474,024 


$2.737.153 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and 
Accounting  System.  Additional  information  is  provided  in  the 
notes  to  the  financial  schedules  on  pages  13  through  16. 


DEPARTMENT  OF  LIVESTOCK 
SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  -  ESTIMATED  &  ACTUAL 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1987 


Licenses  and 

Permits     Taxes 


Sale  of      Grants,     Other 
Charges  For   Investment   Fines  &  Documents  &  Contracts,   Financing 
Services     Earnings   Forfeits  Merchandise  Donations    Sources   Federal     Total 


GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$     8,500 
7.5A5 

$        (955) 


8,500 
7.545 


(955) 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$117,100   $2,047,000  $1,127,000    $175,000   $  3,500     $35,000 
135.184    1.937.048   1.133.967     183.400     2.432      48.966 


$135,000   $167,727   $46,000  $3,853,327 
121.145    157.273    47.659   3.767.074 


$  18.084   $  (109.952)  $    6.967    $  8.400   $(1.068)    $13.966     $(13.855)  $(10.454)  $  1.659  $  (86.253) 


See  Note  7,  Page  15. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the 
notes  to  the  financial  schedules  on  pages  13  through  16. 


DEPARTMENT  OF  LIVESTOCK 

SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IH  -  ESTIMATED  &  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1986 


Licenses  and 

Charges  for 

Investment 

Fines  & 

Documents  & 

Contracts, 

Permits 

Taxes 

Services 

Earnings 

Forfeits 

Merchandise 

Donations 

Federal 

Total 

GENERAL  FUND 

Estimated  Revenue 

$  8,700 

$    8,700 

Actual  Revenue 

8.030 

8,030 

Collections  Over 

(Under)  Estimate 

$   (670) 

$     (670) 

SPECIAL  REVENUE  FUND 

Estimated  Revenue 

$140,900 

$2,268,000 

$1,189,000 

$235,000 

$2,500 

$20,000 

$135,000 

$45,000 

$4,035,400 

Actual  Revenue 

126.495 

2.203,241 

1.183.391 

176,893 

1.914 

15,694 

140.462 

52,437 

3,900.527 

Col  lections  Over 

(Under)  Estimate 

$(14,405) 

$  (64,759) 

$   (5,609) 

$(58,107) 

$  (586) 

$(4,306) 

$  5.462 

$  7,437 

$  (134,873) 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
notes  to  the  financial  schedules  on  pages  13  through  16. 


Additional  information  is  provided  in  the 
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DEPARTMENT  OF  LIVESTOCK 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AMD  FUND 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1987 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Other  Compensation 
Employee  Benefits 
Total 


Centralized   Diagnostic    Disease 
Services     Laboratory    Control 


$209,938 

5,700 

40.489 

256.127 


$392,768   $307,674 


86.434 
479.202 


59.763 
367.437 


Beef/Pork    Predatory 
Inspection  &  Research  &    Animal 


Milk  &  Egg     Control    Marketing 


$144,442    $1,147,062 
37,788 

32.674       279.480 
177.116     1.464.330 


100 


100 


Control 


41.637 


Rabies 

Control 


Total 


$  33,188   $  4,001   $2,239,073 

37,788 

700        6,500 
8.449        756      508.045 


5.457    2.791.406 


OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 


9,666 

67,090 

8,562 

1,668 

40,541 

11,580 

43,333 

12,002 

7,251 

66,387 

36,198 

5,936 

12,384 

2,631 

64,616 

20,556 

3,621 

15,612 

10,175 

42,496 

46,288 

2,104 
21,090 

1,859 

180 

3,921 
342 

902 

9,519 

7,137 

8,667 

21,756 

848 

1.517 

1.778 

3.081 

5.347 

126.038 


154.210 


59.334 


33.653 


245.406 


418,006 


377 


418,383 


94,509 

153 

,355 

793,397 

11,665 

1 

,880 

154,098 

1,357 

43 

123,165 

3,502 

9, 

,041 

105,380 

2,700 

211 

57,263 
21,432 

37,581 

19 

85,581 

485 

485 

13.541 

151.799    165.034    1.353.857 


EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Total 

BENEFITS  &  CLAIMS 
To  Individuals 


14.289 
14.289 


250 


250 


8.722 
8.722 


17.058 
17.058 


See  Note  7,  page  15. 
-See  Note  8,  page  15. 


46.211 
46.211 


20,000 


From  State  Sources 

34.525 
34.525 

Total 

20.000 

TOTAL  PROGRAM  EXPENDITURES 

$396^454 

$633,662 

$470,018 

$227,827 

$1,775,947 

GENERAL  FUND 

Budgeted 

$  57,779 

$300,402 

$210,317 

Actual 

56.485 

300,005 

209.827 

Unspent  Budget  Authority 

$   1,294 

$    397 

$    490 

SPECIAL  REVENUE  FUND 

Budgeted 

$339,969 

$333,657 

$559,708 

$  18,000 

$1,915,364 

Actual 

339.969 

333.657 

470.018 

18.000 

1.775.947 

Unspent  Budget  Authority 

$      0 

$      0 

$  89,690 

$      0 

$  139,417 

2,540 


1,778 


90.848 


2.540 

1.778 

,  , 

90,848 

20,000 
34,525 
54.525 

$418,483 

$195,976 

$172,269 

$4, 

$ 
$_ 

,290.636 

568,498 

566,317 

2,181 

$570,000 

$252,052 

$172,273 

$4 

,161,023 

418.483 

195.976 

172,269 

3 

.724.319 

$151,5172 

$  56,076 

$      4 

$_ 

436,704 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
schedules  on  pages  13  through  16. 


Additional  information  is  provided  in  the  notes  to  the  financial 
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DEPARTMENT  OF  LIVESTOCK 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1986 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Other  Compensation 
Employee  Benefits 
Total 


Centralized  Diagnostic  Disease  Inspection 

Services  Laboratory  Control  Milk  &  Egg  &  Control 

$213,733  $395,409  $312,782  $152,419  $1,181,488 

45,556 
5,675 

40.156  83.932  60.784  32.409  279.521 

259.564  479.341  373.566  184.828  1.506.565 


Beef/Pork 
Research  & 
Marketing 


50 


Predatory 
Animal    Rabies 
Control   Control 


50 


$  31,150 


7.473 
38,623 


Total 

$2,286,981 

45,556 

5,825 

504.275 

100    2.842.637 


100 


OPERATING  EXPENSES 
Contracted  Services 
Suppl ies  &  Materials 
Communications 
Travel 
Rent 

Uti I ities 

Repair  &  Maintenance 
Other  Expenses 
Total 


22,325 

67,074 

5,382 

977 

24,954 

7,963 

47,521 

27,658 

6.932 

81,175 

35,439 

10,676 

14,473 

2,534 

57,000 

20,433 

4,023 

14,344 

10,146 

41,577 

47,068 

1,814 
25,328 

1,505 

109 

3,010 
437 

2,232 

7,020 

9,186 

2,340 

19,244 

538 

4.450 

2.068 

778 

2.701 

135,998 


167.906 


74.616 


23.816 


230.098 


507,717 


860 


508.577 


98,827 

78,301 

805,557 

12,302 

2,402 

185,953 

1,879 

122,001 

3,354 

1,756 

96,493 

2,925 

56,431 
25,765 

22,578 

62,600 

443 

430 

11.408 

142.308   82.889    1.366.208 


EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
L  i vestock 
Intangible  Assets 
Total 


449 


449 


84,504 

2,893 

12,857 

75,176 
377 

425 

608 

445 

379 

84.929 


3.501 


13,302 


75.932 


4,691 


4,691 


180,570 

377 

1.857 

182^804 


BENEFITS  &  CLAIMS 
From  State  Sources 
Total 


25 


25 


25 


25 


TOTAL  PROGRAM  EXPENDITURES 


t396.011    $732,176   $451.708    $221.946    $1.812.595 


$508,627 


$185,622  $82.989   $4.391.674 


GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

1 
See  Note  8,  page  15. 


$314,323 

311.734 

$  2,589 


$420,442   $542,040 

420.442    451.708 

$ ^0   $  90,332 


$210,200 

203.946 

$  6,254 


$1,977,504 

1.812.595 

$  164.909 


$570,000 

508.627 

$  61,373 


$67,989   $  654,157 

67.989      641.096 

$ 0   $   13.061 


$303,009  $15,000   $4,184,579 

185.622   15.000    3.750.578 

$117,387  $ g   $  434,001 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  13  through  16. 
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DEPARTMENT  OF  LIVESTOCK 

NOTES  TO  THE  FINANCIAL  SCHEDULES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1987 

1.        SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

A.  Basis  of  Accounting 

The  Department  of  Livestock  uses  the  modified  accrual  basis  of 
accounting  which  is  described  in  the  Montana  Operations  Manual. 

Under  the  modified  accrual  basis  of  accounting,  a  valid  obligation  exists 
when  the  related  liability  is  incurred  except  for  the  following  items  which  are 
also  considered  valid  obligations  under  state  accounting  policy: 

--  If   the   appropriation    provided    funds   to   complete   a  given    project,    the 

entire     amount     of    a     contract     may     be     accrued  even     though     the 

services   are    rendered    in    fiscal    years   subsequent   to  the   fiscal    year    in 
which  the  expenditure  is  accrued. 

—  The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal  year  in 
which  budgeted. 

—  Goods  ordered,  but  not  received  as  of  the  fiscal  year-end,  may  be 
accrued  if  the  purchase  order  was  issued  in  the  fiscal  year  in  which 
the  anticipated  expenditure  is  to  be  accrued. 

B.  Basis  of  Presentation 

The  financial  schedules  were  prepared  from  the  Statewide  Budgeting  and 
Accounting  System  (SBAS)  without  adjustments.  Accounts  are  organized  on  the 
basis  of  funds  according  to  state  law.  The  following  fund  types  are  used  by 
the  department: 

General  -  accounts  for  all  financial  resources  except  those  required  to  be 
accounted  for  in  another  fund. 

Special  Revenue  -  accounts  for  the  proceeds  of  specific  revenue  sources 
that  are  legally  restricted  to  expenditures  for  specific  purposes. 
Legislative  appropriation  is  required  to  spend  from  this  fund. 

Agency  -  accounts  for  assets  held  by  state  government  as  an  agent  for 
individuals,  private  organizations,  other  governmental  entities,  or  other 
funds. 
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2.  ANNUAL  AND  SICK  LEAVE 

Employees  at  the  department  accumulate  both  annual  and  sick  leave. 
Employees  are  paid  for  100  percent  of  unused  annual  and  25  percent  of  unused 
sick  leave  credits  upon  termination.  Accumulated  unpaid  liabilities  for  annual 
and  sick  leave  are  not  reflected  in  the  financial  schedules  of  the  Department 
of  Livestock.  Expenditures  for  termination  pay  currently  are  absorbed  in  the 
annual  operational  costs  of  the  department.  At  June  30,  1987,  the  department 
had  a  liability  of  $251,667  for  annual  leave  and  $181,196  for  sick  leave. 

3.  EMPLOYEES'  RETIREMENT  SYSTEM 

The  Department  of  Livestock  employees  are  covered  by  the  Montana 
Public  Employees'  Retirement  System  (PERS).  The  department's  contribution  to 
PERS  was  $149,523  for  fiscal  year  1985-86,  and  $145,889  for  fiscal  year  1986- 
87. 

4.  GENERAL  FUND  BALANCE 

The  General  Fund  is  a  statewide  fund.  Agencies  do  not  have  a  separate 
General  Fund  since  their  only  authority  is  to  pay  obligations  from  the 
statewide  General  Fund  within  their  appropriation  limits.  Thus,  on  an  agency's 
Schedule  of  Changes  in  Fund  Balances,  the  General  Fund  beginning  and  ending 
fund  balance  will  always  be  zero. 

5.  ADDITIONS  TO  EQUIPMENT 

The  department  records  equipment  in  the  General  Fixed  Assets  Account 
Group.  The  general  fixed  asset  equipment  balance  at  June  30,  1987,  is 
$1,074,855.  This  amount  includes  net  additions  of  $73,276  acquired  during 
fiscal  years  1985-86  and  1986-87. 

6.  AGENCY  FUND 

In  fiscal  year  1985-86,  the  agency  fund  held  unclaimed  funds  from  the 
sale  of  animals  for  the  Stock  Estray  program.  The  unclaimed  funds  are  held 
for  two  years  and  then  transferred  to  the  Inspection  and  Control  program  in 
the   Special    Revenue    Fund.      At   June    30,    1986,    the   agency   fund    asset   balance 
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was  $111,912.  In  fiscal  year  1986-87,  the  department  instituted  the  federal 
national  beef  check-off  program.  Under  this  program,  the  department  collects 
a  $1  per-head  assessment  on  cattle,  and  forwards  the  funds  to  the  Montana 
Beef  Council  for  distribution  to  state  and  national  organizations.  For  fiscal 
year  1986-87,  the  agency  fund  accounted  for  the  "pass-through"  activity  of  this 
program,  as  well  as  the  stock  estray  program  activity.  At  June  30,  1987,  the 
agency  fund  asset  balance  was  $133,046,  comprised  of  $108,336  stock  estray 
assets  and  $24,710  beef  check-off  assets. 

7.  RABIES  CONTROL  PROGRAM 

The  third  special  session  of  the  49th  Legislature  (June  1986)  replaced  the 
General  Fund  financing  for  the  Rabies  Control  program  with  resource 
indemnity  trust  (RIT)  interest  funds  for  fiscal  year  1986-87.  RIT  funds  are 
transferred  on  a  periodic  basis  from  the  Department  of  Revenue.  The  fiscal 
year  1986-87  appropriation  included  an  additional  $100,000  to  fund  a  strychnine 
use  study. 

8.  UNSPENT  BUDGET  AUTHORITY 

Beef /Pork  Research  and  Marketing  Program 

The  expenditures  in  this  program  are  directly  correlated  to  the  revenues 
collected  from  a  per-head  assessment  on  cattle  and  swine.  The  funds  collected 
are  distributed  to  state  and  national  councils  for  the  promotion  of  the  beef 
and  pork  industries  in  the  state.  Because  the  cattle  population  decreased, 
revenues  collected  decreased  and  the  corresponding  expenditures  decreased. 

Predatory  Animal  Control  Program 

The  fiscal  year  1985-86  and  1986-87  budgeted  amounts  for  this  program 
were  based  primarily  on  the  1985  biennium's  expenditures.  In  fiscal  year  1984- 
85,  the  department  sold  two  helicopters  and  replaced  them  with  one  helicopter 
for  predator  hunting.  For  fiscal  years  1985-86  and  1986-87,  two  full-time 
equivalent  positions  were  eliminated  and  operating  expenses  were  lower  because 
the  new  helicopter  required  less  maintenance. 
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PENDING  LITIGATION 

The  department  is  presently  the  defendant  in  three  lawsuits: 

Goggins  V.  State  of  Montana  -  Goggins  seeking  $300,000  for  negligent 
brand  inspection  and  negligent  or  intentional  misrepresentation  of  brand 
inspector.    The  possible  outcome  is  unknown  at  this  time. 

Tri-State  v.  State  of  Montana  -  Tri-State  seeking  recovery  of  $800,000 
proceeds  from  sale  of  cattle  state  helped  recover.  Parties  have  signed  a 
motion  for  dismissal,  and  are  awaiting  order  from  the  court. 

Harwood  v.  State  of  Montana  -  Harwood  seeking  recovery  of  $25,000 
related  to  the  Tri-State  case.  The  funds  are  not  state  funds  and  the 
case  should  be  terminated  when  Tri-State  is  settled. 
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AGENCY  RESPONSE 


DEPARTMENT  OF  LIVESTOCK 


TKD  SCHWINDD*,  GOVERNOR 


CAPITOL  STATION 


STATE  OF  MONTANA' 


BRANDS  ENFORCEMENT  DIV  406-444-2043 
ANIMAL  HEALTH  DIV  406-444-2043 


HELENA.  MONTANA  SS620 


April   21,    1988 


APR:i2  198J 

MONTAN^Si  LEGISUTIVE 

A'JSITO.I 


Scott  A.  Seacat 
Legislative  Auditor 
State  Capitol 
Helena,  MT  53620 

Dear  Mr.^.Sa«cat: 

In  response  to  the  recommendations  contained  in  the  audit  for  the 
biennium  ending  June  30,  1987,  I  submit  the  following: 

Recommendation  #1 

The  department  document  certification  of  worker's  compensation 
coverage  or  approved  exemption  from  coverage  for  independent 
contractors. 

Concur:  The  department  proposes  to  revise  it's  contracts  with 
individuals  for  veterinary  and  rabies  control  services  beginning 
with  fiscal  year  1989  and  thereafter  to  include  certification  of 
worker's  compensation  coverage  or  approved  exemption.  If  at  all 
possible,  this  recommendation  will  be  implemented  prior  to  that 
date.  This  has  not  been  done  previously  as  the  department 
operated  under  the  assumption  that  the  individual's  involved  were 
independent  contractors. 


Recommendation  #2 

The   department 
obligations. 


accrue   only   properly   documented   valid 


Concur:  In  the  situation  in  question  the  department  did  have  a 
contract  proposal  and  estimate  for  work  involving  the  study  of 
Strychnine  and  it's  use  to  control  the  spread  of  rabies  in  skunk 
populations,  thus  human  exposure  to  rabid  skunks.  A  signed 
contract  was  not  available  until  two  months  following  the  end  of 
F.Y.  86.  In  the  future  no  accruals  will  be  made  without  a  signed 
contract. 
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AN  tOllAL   OPPQRruNlTy  EMPLOYER 


puCfcooonj  4  graff*! 
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Recommendation  #3 

The  department  establish  procedures  to  ensure  adequate 
documentation  exists  to  support  revenue  accrual  transactions. 

Concur:  The  department  will  develop  new  procedures  to  document 
revenue  accruals  for  market  and  local  inspection  fees  that  will 
provide  for  easier  and  more  timely  verification  of  the  amounts 
accrued. 

Recommendation  #4 


The  department 
approval. 


improve   review   procedures   for   time  record 


Concur:   The  Centralized  Services  Division  will 
individual(s)  to  verify  that  all  time  records  are 
supervisor  before  they  are  filed. 


designate  an 
approved  by  a 


Thank  you  for  the  opportunity  to  include  our  comments  in  your 
report  and  for  the  professional  manner  in  which  your  staff 
conducted  their  audit  of  the  department. 


Sincerely,    ^ 


,  Executive  Secretary 
Board  of  Livestock 


